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status resulted from a material change
in the relationship between the pro-
vider and the facility or organization
that the provider did not report to
CMS under paragraph (c) of this sec-
tion, CMS will take the actions with
respect to notice to the provider, ad-
justment of payments, and continu-
ation of payment described in para-
graphs (j)(3), (j)(4), and (j)(b) of this sec-
tion, and will recover past payments to
the provider to the extent described in
paragraph (j)(1)(ii) of this section.

(m) Status of Indian Health Service and
Tribal facilities and organizations. Fa-
cilities and organizations operated by
the Indian Health Service or Tribes
will be considered to be departments of
hospitals operated by the Indian
Health Service or Tribes if, on or be-
fore April 7, 2000, they furnished only
services that were billed as if they had
been furnished by a department of a
hospital operated by the Indian Health
Service or a Tribe and they are:

(1) Owned and operated by the Indian
Health Service;

(2) Owned by the Tribe but leased
from the Tribe by the IHS under the
Indian Self-Determination Act (Pub. L.
93-638) in accordance with applicable
regulations and policies of the Indian
Health Service in consultation with
Tribes: or

(3) Owned by the Indian Health Serv-
ice but leased and operated by the
Tribe under the Indian Self-Determina-
tion Act (Pub. L. 93-638) in accordance
with applicable regulations and poli-
cies of the Indian Health Service in
consultation with Tribes.

(n) FHCs and ‘‘look alikes.” A facil-
ity that has, since April 7, 1995, fur-
nished only services that were billed as
if they had been furnished by a depart-
ment of a provider will continue to be
treated, for purposes of this section, as
a department of the provider without
regard to whether it complies with the
criteria for provider-based status in
this section, if the facility—

(1) Received a grant on or before
April 7, 2000 under section 330 of the
Public Health Service Act and con-
tinues to receive funding under such a
grant, or is receiving funding from a
grant made on or before April 7, 2000
under section 330 of the Public Health
Service Act under a contract with the
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recipient of such a grant, and con-
tinues to meet the requirements to re-
ceive a grant under section 330 of the
Public Health Service Act; or

(2) Based on the recommendation of
the Public Health Service, was deter-
mined by CMS on or before April 7, 2000
to meet the requirements for receiving
a grant under section 330 of the Public
Health Service Act, and continues to
meet such requirements.

(0) Effective date of provider-based sta-
tus—(1) General rule. Provider-based
status for a facility or organization is
effective on the earliest date all of the
requirements of this part have been
met.

(2) Inappropriate treatment as provider-
based or mot reporting material change.
Effective for any period on or after Oc-
tober 1, 2002 (or, in the case of facilities
or organizations described in paragraph
(b)(2) of this section, for cost reporting
periods starting on or after July 1,
2003), if a facility or organization is
found by CMS to have been inappropri-
ately treated as provider-based under
paragraph (j) of this section for those
periods, or previously was determined
by CMS to be provider-based but no
longer qualifies as provider-based be-
cause of a material change occurring
during those periods that was not re-
ported to CMS under paragraph (c) of
this section, CMS will not treat the fa-
cility or organization as provider-based
for payment purposes until CMS has
determined, based on documentation
submitted by the provider, that the fa-
cility or organization meets all re-
quirements for provider-based status
under this part

[66 FR 18538, Apr. 7, 2000, as amended at 65
FR 58920, Oct. 3, 2000; 66 FR 1599, Jan. 9, 2001;
66 FR 59920, Nov. 30, 2001; 67 FR 50114, Aug. 1,
2002; 68 FR 46070, Aug. 4, 2003; 68 FR 53261,
Sept. 9, 2003; 70 FR 47487, Aug. 12, 2005; 74 FR
44000, Aug. 27, 2009]

§413.70 Payment for services of a
CAH

(a) Payment for inpatient services fur-
nished by a CAH (other than services of
distinct part units). (1) Effective for cost
reporting periods beginning on or after
January 1, 2004, payment for inpatient
services of a CAH, other than services
of a distinct part unit of the CAH and
other than the items included in the
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incentive payment described in para-
graph (a)(b) of this section and subject
to the adjustments described in para-
graph (a)(6) of this section, is 101 per-
cent of the reasonable costs of the CAH
in providing CAH services to its inpa-
tients, as determined in accordance
with section 1861(v)(1)(A) of the Act
and the applicable principles of cost re-
imbursement in this part and in part
415 of this chapter, except that the fol-
lowing payment principles are excluded
when determining payment for CAH in-
patient services:

(i) Lesser of cost or charges;

(ii) Ceilings on hospital operating
costs;

(iii) Reasonable compensation equiv-
alent (RCE) limits for physician serv-
ices to providers; and

(iv) The payment window provisions
for preadmission services, specified in
§412.2(c)(6) of this subchapter and
§413.40(c)(2) of this part.

(2) Except as specified in paragraph
(a)(3) of this section, payment to a CAH
for inpatient services does not include
any costs of physician services or other
professional services to CAH inpa-
tients, and is subject to the Part A hos-
pital deductible and coinsurance, as de-
termined under subpart G of part 409 of
this chapter.

(3) If a CAH meets the criteria in
§412.113(c) of this subchapter for pass-
through of costs of anesthesia services
furnished by qualified nonphysician an-
esthetists employed by the CAH or ob-
tained under arrangements, payment
to the CAH for the costs of those serv-
ices is made 1in accordance with
§412.113(c).

(4) Payment for inpatient services of
distinct part psychiatric or rehabilita-
tion units is described in paragraph (e)
of this section.

(5) A qualifying CAH receives an in-
centive payment for the reasonable
costs of purchasing certified EHR tech-
nology in a cost reporting period dur-
ing a payment year as determined
under §495.106 of this chapter in lieu of
payment for such reasonable costs
under paragraph (a)(1) of this section.

(6)(i) For cost reporting periods be-
ginning in or after FY 2015, if a CAH is
not a qualifying CAH, as defined in
§495.106(a) of this chapter, then not-
withstanding the percentage applicable
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in paragraph (a)(1) of this section, the
reasonable costs of the CAH in pro-
viding CAH services to its inpatients
are adjusted, by the following applica-
ble percentage:

(A) For cost reporting periods begin-
ning in FY 2015, 100.66 percent.

(B) For cost reporting periods begin-
ning in FY 2016, 100.33 percent.

(C) For cost reporting periods begin-
ning in FY 2017 and each subsequent
fiscal year, 100 percent.

(ii) A CAH may, on a case-by case
basis, be exempt from the application
of the adjustments made under this
paragraph, if CMS or its Medicare con-
tractors determine, on an annual basis,
that requiring the CAH to become a
qualifying CAH under §495.106 of this
chapter would result in a significant
hardship, such as in the case of a CAH
in a rural area without sufficient Inter-
net access.

(iii) In no case may a CAH be granted
an exemption under this paragraph
(a)(6) for more than 5 years.

(7) There is no administrative or judi-
cial review under section s1869 and 1878
of the Actor otherwise of the following:

(i) The methodology and standards
for determining the amount of pay-
ment under paragraph (a)(5) of this sec-
tion, including the calculation of rea-
sonable costs under §495.106(c) of this
chapter.

(ii) The methodology and standards
for determining the amount of pay-
ment adjustments made under para-
graph (a)(6).

(iii) The methodology and standards
for determining a CAH to be a quali-
fying CAH under §495.106 of this chap-
ter.

(iv) The methodology and standards
for determining if the hardship exemp-
tion applies to a CAH under paragraph
(a)(6)(ii) of this section.

(v) The specification of the cost re-
porting periods, payment years, or fis-
cal years as applied under this para-
graph.

(b) Payment for outpatient services fur-
nished by CAH—(1) General. (i) Unless
the CAH elects to be paid for services
to its outpatients under the method
specified in paragraph (b)(3) of this sec-
tion, the amount of payment for out-
patient services of a CAH is determined
under paragraph (b)(2) of this section.
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(ii) Except as specified in paragraph
(b)(6) of this section, payment to a CAH
for outpatient services does not include
any costs of physician services or other
professional services to CAH out-
patients.

(2) Reasonable costs for facility services.
(i) Effective for cost reporting periods
beginning on or after January 1, 2004,
payment for outpatient services of a
CAH is 101 percent of the reasonable
costs of the CAH in providing CAH
services to its outpatients, as deter-
mined in accordance with section
1861(v)(1)(A) of the Act and the applica-
ble principles of cost reimbursement in
this part and in part 415 of this chap-
ter, except that the following payment
principles are excluded when deter-
mining payment for CAH outpatient
services:

(A) Lesser of cost or charges; and

(B) RCE limits.

(ii) Payment to a CAH under para-
graph (b)(2) of this section does not in-
clude any costs of physician services or
other professional services to CAH out-
patients and, other than for clinical di-
agnostic laboratory tests, is subject to
the Part B deductible and coinsurance
amounts as determined under
§§410.152(k), 410.160, and 410.161 of this
chapter.

(iii) [Reserved]

(3) Election to be paid reasonable costs
for facility services plus fee schedule for
professional services. (i) A CAH may
elect to be paid for outpatient services
in any cost reporting period beginning
on or after July 1, 2004 under the meth-
od described in paragraphs (b)(3)(ii) and
(b)(3)(iii) of this section.

(A)(1) For cost reporting periods begin-
ning before October 1, 2010. The election
must be made in writing, made on an
annual basis, and delivered to the fiscal
intermediary or MAC servicing the
CAH at least 30 days before the start of
the cost reporting period for which the
election is made. An election, once
made for a cost reporting period, re-
mains in effect for all of that period.

(2) For cost reporting periods beginning
on or after October 1, 2010. If a CAH had
elected the method specified in para-
graph (b)(3)(i) of this section in its
most recent cost reporting period be-
ginning prior to October 1, 2010, that
election remains in effect for all of
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that period and for all subsequent cost
reporting periods, unless the CAH sub-
mits a termination request to the fis-
cal intermediary or MAC servicing the
CAH at least 30 days before the start of
the next cost reporting period. How-
ever, for cost reporting periods begin-
ning in October 2010 and November
2010, if a CAH wishes to terminate its
previous election, the CAH must sub-
mit a termination request to the fiscal
intermediary or MAC servicing the
CAH prior to December 1, 2010. If a
CAH had no election in effect in its
most recent preceding cost reporting
period and chooses to elect the method
specified in paragraph (b)(3)(i) of this
section on or after October 1, 2010, the
election must be made in writing and
delivered to the fiscal intermediary or
MAC servicing the CAH at least 30 days
before the start of the first cost report-
ing period for which the election is
made. Once the election is made, it re-
mains in effect for all of that period
and for all subsequent cost reporting
periods unless the CAH submits a ter-
mination request to the fiscal inter-
mediary or MAC servicing the CAH at
least 30 days before the start of the
next cost reporting period.

(B) An election of the payment meth-
od specified under paragraph (b)(3)(i) of
this section applies to all services fur-
nished to outpatients by a physician or
other practitioner who has reassigned
his or her rights to bill for those serv-
ices to the CAH in accordance with
subpart F of part 424 of this chapter. If
a physician or other practitioner does
not reassign his or her billing rights to
the CAH in accordance with subpart F
of part 424 of this chapter, payment for
the physician’s or practitioner’s serv-
ices furnished to CAH outpatients will
be made on a fee schedule or other ap-
plicable basis as specified in subpart B
of part 414 of this subchapter.

(C) In the case of a CAH that made an
election under this section before No-
vember 1, 2003, for a cost reporting pe-
riod beginning before December 1, 2003,
the rules in paragraph (b)(3)(i)(B) of
this section are applicable to cost re-
porting periods beginning on or after
July 1, 2001.

(D) An election made under para-
graph (b)(3)(i) of this section is effec-
tive as provided for under paragraph
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)B)(D)(A) or paragraph (b)3)(I)(C) of
this section and does not apply to an
election that was terminated prior to
the start of the cost reporting period
for which it would otherwise apply.

(ii) If the CAH elects payment under
this method, payment to the CAH for
each outpatient visit will be the sum of
the following:

(A) Effective for cost reporting peri-
ods beginning on or after January 1,
2004, for facility services not including
any services for which payment may be
made under paragraph (b)(3)(ii)(B) of
this section, 101 percent of the reason-
able costs of the services as determined
under paragraph (b)(2)(i) of this sec-
tion; and

(B) For professional services that are
furnished by a physician or other prac-
titioner who has reassigned his or her
rights to bill for those services to the
CAH in accordance with part 424, sub-
part F of this chapter, and that would
otherwise be payable to the physician
or other practitioner if the rights to
bill for them had not been reassigned,
115 percent of the amounts that other-
wise would be paid for the service if the
CAH had not elected payment under
this method. Effective for primary care
services furnished by primary care
practitioners (as defined in §414.80(a))
and major surgical procedures fur-
nished by general surgeons in health
professional shortage areas (as defined
in §414.2) furnished on or after January
1, 2011 and before January 1, 2016, in-
centive payments specified under
§414.80 and §414.67(b), respectively, of
this title must not be included in de-
termining payment made under this
paragraph.

(iii) Payment to a CAH, other than
for clinical diagnostic laboratory tests,
is subject to the Part B deductible and
coinsurance amounts, as determined
under §§410.152(k), 410.160, and 410.161 of
this chapter.

(4) Costs of certain emergency room on-
call providers. (i) Effective for cost re-
porting periods beginning on or after
October 1, 2001, the reasonable costs of
outpatient CAH services under para-
graph (b) of this section may include
amounts for reasonable compensation
and related costs for an emergency
room physician who is on call but who
is not present on the premises of the
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CAH involved, is not otherwise fur-
nishing physicians’ services, and is not
on call at any other provider or facil-
ity. Effective for costs incurred for
services furnished on or after January
1, 2005, the payment amount of 101 per-
cent of the reasonable costs of out-
patient CAH services may also include
amounts for reasonable compensation
and related costs for the following
emergency room providers who are on
call but who are not present on the
premises of the CAH involved, are not
otherwise furnishing physicians’ serv-
ices, and are not on call at any other
provider or facility: physician assist-
ants, nurse practitioners, and clinical
nurse specialists.

(ii) For purposes of this paragraph
)(4)—

(A) ‘“Amounts for reasonable com-
pensation and related costs’ means all
allowable costs of compensating emer-
gency room physicians, physician as-
sistants, nurse practitioners, and clin-
ical nurse specialists who are on call to
the extent that the costs are found to
be reasonable under the rules specified
in paragraph (b)(2) of this section and
the applicable sections of part 413.
Costs of compensating these specified
medical emergency room staff are al-
lowable only if the costs are incurred
under written contracts that require
the physician, physician assistant,
nurse practitioner, or clinical nurse
specialist to come to the CAH when the
physician’s or other practitioner’s
presence is medically required.

(B) Effective for costs incurred on or
after January 1, 2005, an ‘‘emergency
room physician, physician assistant,
nurse practitioner, or clinical nurse
specialist who is on call’’ means a doc-
tor of medicine or osteopathy, a physi-
cian assistant, a nurse practitioner, or
a clinical nurse specialist, with train-
ing or experience in emergency care
who is immediately available by tele-
phone or radio contact, and is available
onsite within the timeframes specified
in §485.618(d) of this chapter.

(5) Costs of ambulance services. (i)(A)
Effective for services furnished on or
after December 21, 2000 and on or before
December 31, 2003, payment for ambu-
lance services furnished by a CAH or an
entity that is owned and operated by a
CAH is the reasonable costs of the CAH
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or the entity in furnishing those serv-
ices, but only if the CAH or the entity
is the only provider or supplier of am-
bulance services located within a 35-
mile drive of the CAH or the entity.

(B) Effective for cost reporting peri-
ods beginning on or after January 1,
2004 and on or before September 30,
2011, payment for ambulance services
furnished by a CAH or an entity that is
owned and operated by a CAH is 101
percent of the reasonable costs of the
CAH or the entity in furnishing those
services, but only if the CAH or the en-
tity is the only provider or supplier of
ambulance services located within a 35-
mile drive of the CAH or the entity.

(C) Effective for cost reporting peri-
ods beginning on or after October 1,
2011, payment for ambulance services
furnished by a CAH or an entity that is
owned and operated by a CAH is 101
percent of the reasonable costs of the
CAH or the entity in furnishing those
services, but only if the CAH or the en-
tity is the only provider or supplier of
ambulance services located within a 35-
mile drive of the CAH. If there is no
provider or supplier of ambulance serv-
ices located within a 35-mile drive of
the CAH and there is an entity that is
owned and operated by a CAH that is
more than a 35-mile drive from the
CAH, payment for ambulance services
furnished by that entity is 101 percent
of the reasonable costs of the entity in
furnishing those services, but only if
the entity is the closest provider or
supplier of ambulance services to the
CAH.

(ii) For purposes of paragraph (b)(5)
of this section, the distance between
the CAH or the entity and the other
provider or supplier of ambulance serv-
ices will be determined as the shortest
distance in miles measured over im-
proved roads between the CAH or the
entity and the site at which the vehi-
cles of the closest provider or supplier
of ambulance services are garaged. An
improved road for this purpose is any
road that is maintained by a local,
State, or Federal government entity
and is available for use by the general
public. An improved road will be con-
sidered to include the paved surface up
to the front entrance of the hospital
and the front entrance of the garage.
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(6) If a CAH meets the criteria in
§412.113(c) of this subchapter for pass-
through of costs of anesthesia services
furnished by nonphysician anesthetists
employed by the CAH or obtained
under arrangement, payment to the
CAH for the costs of those services is
made in accordance with §412.113(c) of
this chapter.

() Payment for clinical diagnostic lab-
oratory tests included as outpatient CAH
services. (i) Payment for clinical diag-
nostic laboratory tests is not subject
to the Medicare Part B deductible and
coinsurance amounts.

(i1) Subject to the provisions of para-
graphs (b)(7)(iii) through (b)(7)(vi) of
this section, payment to a CAH for
clinical diagnostic 1laboratory tests
will be made at 101 percent of reason-
able costs of the services as determined
in accordance paragraph (b)(2)(i) of this
section.

(iii) For services furnished before
July 1, 2009, payment to a CAH for clin-
ical diagnostic laboratory tests will be
made under paragraph (b)(7)(ii) of this
section only if the individual is an out-
patient of the CAH, as defined in §410.2
of this chapter, and is physically
present in the CAH at the time the
specimen is collected.

(iv) Except as provided in paragraphs
(b)(T)(dii) and (b)(7)(v) of this section,
payment to a CAH for clinical diag-
nostic laboratory tests will be made
under paragraph (b)(7)(ii) of this sec-
tion only if the individual is an out-
patient of the CAH, as defined in §410.2
of this chapter, without regard to
whether the individual is physically
present in the CAH at the time the
specimen is collected and at least one
of the following conditions is met:

(A) The individual is receiving out-
patient services in the CAH on the
same day the specimen is collected; or

(B) The specimen is collected by an
employee of the CAH.

(V) Notwithstanding paragraph
(b)(T)(iv) of this section, payment for
outpatient clinical diagnostic labora-
tory tests will not be made under para-
graph (b)(7)(ii) of this section if the
billing rules under §411.15(p) of this
chapter apply.

(vi) Payment for clinical diagnostic
laboratory tests for which payment
may not be made under paragraph
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(b)(7)(iii) or paragraph (b)(7)(iv) of this
section will be made in accordance
with the provisions of sections
1833(a)(1)(D) and 1833(a)(2)(D) of the
Act.

(c) Final payment based on cost report.
Final payment to the CAH for CAH fa-
cility services to inpatients and out-
patients furnished during a cost report-
ing is based on a cost report for that
period, as required under §413.20(b).

(d) Periodic interim payments. Subject
to the provisions of §413.64(h), a CAH
receiving payments under this section
may elect to receive periodic interim
payments (PIP) for Part A inpatient
CAH services, effective for payments
made on or after July 1, 2004. Payment
is made biweekly under the PIP meth-
od unless the CAH requests a longer
fixed interval (not to exceed one
month) between payments. The bi-
weekly interim payment amount is
based on the total estimated Medicare
payment (after estimated beneficiary
deductibles and coinsurance) for the
cost reporting period. Each payment is
made 2 weeks after the end of a bi-
weekly period of service, as described
in §413.64(h)(6). These PIP provisions
are further described in §413.64(h)(6).
Under certain circumstances that are
described in §413.64(g), a CAH that is
not receiving PIP may request an ac-
celerated payment.

(e) Payment for service of distinct part
psychiatric and rehabilitation units of
CAHS. Payment for inpatient services
of distinct part psychiatric units of
CAHs—

(1) For cost reporting periods begin-
ning before January 1, 2005, payment is
made on a reasonable cost basis, sub-
ject to the provisions of §413.40.

(2) For cost reporting periods begin-
ning on or after January 1, 2005, pay-
ment is made in accordance with regu-
lations governing inpatient psychiatric
facilities at subpart N (§412.400 through
§412.432) of Part 412 of this subchapter.

(3) Payment for inpatient services of
distinct part rehabilitation units of
CAHs is made in accordance with regu-
lations governing the inpatient reha-
bilitation facilities prospective pay-
ment system at Subpart P (§412.600
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through §412.632) of Part 412 of this
subchapter.

[656 FR 47109, Aug. 1, 2000, as amended at 66
FR 32195, June 13, 2001; 66 FR 39936, Aug. 1,
2001; 67 FR 50118, Aug. 1, 2002; 68 FR 45471,
Aug. 1, 2003; 69 FR 49252, Aug. 11, 2004; 69 FR
66981, Nov. 15, 2004; 74 FR 44000, Aug. 27, 2009;
75 FR 44564, July 28, 2010; 75 FR 50417, Aug. 16,
2010; 75 FR 73616, Nov. 29, 2010; 76 FR 51783,
Aug. 18, 2011]

§413.74 Payment to a foreign hospital.

(a) Principle. Section 1814(f) of the
Act provides for the payment of emer-
gency and nonemergency inpatient
hospitals services furnished by foreign
hospitals to Medicare beneficiaries.
Subpart H of part 424 of this chapter,
together with this section, specifies the
conditions for payment.

(b) Amount of payment. Effective with
admissions on or after January 1, 1980,
the reasonable cost for services covered
under the Medicare program furnished
to beneficiaries by a foreign hospital
will be equal to 100 percent of the hos-
pital’s customary charges (as defined
in §413.13(b)) for the services.

(c) Submittal of claims. The hospital
must establish its customary charges
for the services by submitting an
itemized bill with each claim it files in
accordance with its election under
§424.104 of this chapter.

(d) Exchange rate. Payment to the
hospital will be subject to the official
exchange rate on the date the patient
is discharged and to the applicable de-
ductible and coinsurance amounts de-
scribed in §§409.80 through 409.83.

[61 FR 34793, Sept. 30, 1986, as amended at 51
FR 41351, Nov. 14, 1986; 53 FR 6648, Mar. 2,
1988; 53 FR 12945, Apr. 20, 1988; 71 FR 48141,
Aug. 18, 2006]

Subpart F—Specific Categories of
Costs

§413.75 Direct GME payments:
eral requirements.

(a) Statutory basis and scope—(1) Basis.
This section and §§413.76 through 413.83
implement section 1886(h) of the Act by
establishing the methodology for Medi-
care payment of the cost of direct grad-
uate medical educational activities.

(2) Scope. This section and §§413.76
through 413.83 apply to Medicare pay-
ments to hospitals and hospital-based

Gen-
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